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Abstract 
The participation banks, which are founded on the base of Profit and Loss Sharing system, are important for behavioral finance. 
As a matter of fact, these institutions manage the behaviours which are directed by the beliefs. Besides it is estimated that the 
investors of participation banks are noise traders and do not act rationally for their investments. Because the financial instruments 
are not widespread among these investors and as a result, they are expected to have limited knowledge about the financial 
markets. The profile of the customers of the participation banks are elaborated with this study. The rationality of the participation 
banks are measured by using semi-structured interviews with Likert scale. The results are compared to the other commercial bank 
customers and it is seen that the participation bank customers are less rational than the other commercial bank customers. The 
statistical analyses have shown that there is positive correlation between income and rationality. 
Keywords: Participation banks, noise traders, profile of bank customers;  
1. Introduction 
 
Turkish economy had a huge improvement and has been growing in the last decade. Main reason of this growth 
is accepted as the money supply, which is created by the loans. The demand for loans plays a great role on this 
growth.  
 
The money, which enters the market, will increase the money supply just like the money created by the existing 
money and loans. If the money, which is kept under the mattress, enters the financial markets, then the economy will 
grow. The participations banks have this kind of power (Samad, 2004). The people who prefer to keep their money 
under the mattress due to their beliefs can be convinced to make investments by the participation banks. 
 
The participation banks keep growing. With September 2012, the number of the participation bank employees is 
14.925. Between December 2011 and September 2012 the assets of the participation banks increased by %15,8 
which is more than double of the growing speed of the other commercial banks and the assets of participation banks 
 
* Corresponding Author: Ahmet Hakan ÖZKAN.  
   E-mail address: ahmet.ozkan@okan.edu.tr 
Available online at www.sciencedirect.com
© 2014 The Authors. Published by Elsevier Ltd.
Selection and peer review under responsibility of Organizing Committee of BEM 2013.
Open access under CC BY-NC-ND license.
Open access under CC BY-NC-ND license.
585 Ahmet Hakan Özkan /  Procedia - Social and Behavioral Sciences  109 ( 2014 )  584 – 589 
reached 8.880.000.000 TL (BDDK, 2012). Using the investments of the noise traders with lower costs can provide 
this growth. The limited information of the customers will be an advantage for the bank. 
The noise-traders are described as the investors, which are not fully rational and affected by their beliefs or 
sentiments (Schleifer and Summers, 1990). Noise trading accepted as a necessary component for the existence of 
liquidity markets by Black (1986). 
2. Participation Banks 
Participation banks are good alternatives for the investors who prefer to keep their money under the mattress 
(Van Schaik, 2001). These institutions respect the beliefs of the investors and provide them a special kind of 
freedom. This freedom gives the chance of both sticking to their beliefs and making investments at the financial 
markets. Instead of interest, Profit and Loss Share (PLS) is used (Yudistira, 2004).  
The customers of the participation banks are certainly not only the people who avoid investing at financial 
markets, but also the other investors (Chong and Liu, 2009). But the argument, which is about the rationality of the 
participation banks, claims that the customers of the participation banks are noise traders. Because noise traders are 
affected by their beliefs extremely (Long, et al, 1990). 
Islamic banks are interpreted as financial institutions, which base their whole "loan" business on the principle of 
Profit and Loss Sharing (PLS) with the entrepreneurial partners (Nienhaus, 1983). The contribution of participation 
banks to the economy is not different than the conventional banks (Grigorian and Manole, 2005). 
The risk-averse people prefer to use saving accounts or gold in Turkey. The money which is under the mattress is 
also kept as gold. The participation banks give the chance of both using saving account and gold in a faster way 
(Arslan and Ergec, 2010). The customers of the participation banks can take information about the financial markets 
from their bank directly or by using its communication channels such as call centers. 
The structure of the customers of the participation banks and the customers of the other banks seem to be similar. 
Because they seem to be risk-averse. But it is expected that the customers of the participation banks are noise traders 
with also their characteristic of avoiding using financial instruments. This argument is tested with this study. 
3. Methodology 
Total 200 interviews are used for this research. 100 of the participants are the customers of the participation 
banks and 100 of the participants are the customers of other commercial banks. Semi-structured interviews and 
systematic random sampling is used. Sampling interval is determined as the tenth customer exiting the bank. 5 
different branches of 3 different participation banks and 5 different branch of 3 different commercial banks are used 
for cluster sampling. Only one factor is expected to come out, but two factors appeared due to the unexpected 
perception of the participants. Rationality is thought as a mix of knowledge and prejudgment. The questions are 
prepared with this thought. Likert scale is used. The 5 questions of the survey are used to form a new variable as 
“rationality”. After the measurement of rationality, independent sample t-test and Mann Whitney U test are used to 
compare the groups. On the other hand two ways ANOVA is used to evaluate the affect of gender and income on 
rationality. 
The hypothesis which will be tested are shown below: 
H0 : There is no significant difference between the rationality of the participation bank customers and rationality 
of the other commercial bank customers. 
H1 : The rationality of the participation bank customers is higher than the rationality of  the other commercial 
bank customers. 
H0 : There is no significant affect of gender on rationality. 
H2 : There is a significant affect of gender on rationality. 
H0 : There is no significant affect of income on rationality. 
H3 : There is a significant affect of income on rationality. 
H0 : There is no significant affect of gender and income together on rationality. 
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H4 : There is a significant affect of gender and income together on rationality. 
4. Findings 
The frequency table of our data is shown on table 1. The number of the female participants seems to be less than 
the male participants. The income level seems to be clustering around the lower levels.  
 
Table 1. Frequency table 
 
Frequency Percent 
Gender 
Female 
51 25,5 
Male 
149 74,5 
Income 
0-1.000 
89 44,5 
1.000-2.500 
82 41 
2.500-4.000 
13 6,5 
4.000-8.000 
16 8 
Age 
18-25 
39 19,5 
26-35 
59 29,5 
36-45 
56 28 
46-55 
42 21 
56-65 
4 2 
 
The descriptive statistics of the data can be seen on table 2. The distribution of gender is be negatively skewed, 
with a tail on the left, the distribution of income is positively skewed, with a tail on the right, the distribution of age 
is negatively distributed, with a tail on the left and the distribution of bank choice is negatively distributed, with a 
tail on the left. 
 
 
Table 2. Descriptive statistics 
 
 Gender Income age bank choice 
N Valid 200 200 200 200 
  Missing 0 0 0 0 
Mean 1,7450 1,7800 2,5650 1,5050 
Median 2,0000 2,0000 3,0000 1,5000 
Mode 2,00 1,00 2,00 1,00 
Skewness -1,133 1,147 ,104 ,094 
Std. Error of Skewness ,172 ,172 ,172 ,172 
Percentiles 25 1,0000 1,0000 2,0000 1,0000 
  50 2,0000 2,0000 3,0000 1,5000 
  75 2,0000 2,0000 3,0000 2,0000 
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Cronbach-alpha is found as 0,7722. KMO measure of sampling adequacy is 0,626. Therefore factor analysis can 
be done. Saving accounts are widespread in Turkey. On the other hand, the households rarely use the bonds as an 
investment instrument. For this reason, two factors appeared. Two questions which are related by the relationship 
between bond prices and the interest rates are answered differently than the others. But two factors together could 
explain the observed data with a power of % 80,308. 
 
Table 3. Independent sample t-test results 
 
    
Levene's Test for Equality 
of Variances t-test for Equality of Means 
F Sig. t df 
Sig. (2-
tailed) 
Mean 
Difference 
Std. Error 
Difference 
RATIONAL Equal 
variances 
assumed 
5,309 0,022 -3,919 197 0 -0,4019 0,10253 
Equal 
variances 
not assumed 
    -3,916 190,718 0 -0,4019 0,10262 
 
 
The results of independent sample t-test can be seen on table 3. With the results of independent sample t-test, our 
first research hypothesis is supported and null hypothesis is rejected at the %1 significance level. The hypothesis of 
normal distribution is denied by Kolomogorov-Smirnov test. Consequently we can also use Mann Whitney U test to 
test the null hypothesis. The results of Mann Whitney U test can be seen on table 4. This test also supports our 
research hypothesis at the %1 significance level. 
 
 
Table 4. Mann Whitney U test results 
 
 RATIONAL 
Mann-Whitney U 3259,000 
Wilcoxon W 8309,000 
Z -4,307 
Asymp. Sig. (2-tailed) ,000 
 
Table 5. Two Way ANOVA Results 
 
Source 
Type III Sum of 
Squares df Mean Square F Sig. 
Corrected Model 22,827(a) 6 3,804 8,317 ,000 
Intercept 381,860 1 381,860 834,757 ,000 
GENDER ,760 1 ,760 1,660 ,199 
INCOME 6,061 3 2,020 4,417 ,005 
GENDER * INCOME ,597 2 ,299 ,653 ,522 
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For the rest of our hypothesis, two ways ANOVA is used. The results are on Table 5. Our second research 
hypothesis is rejected and null hypothesis is accepted at the %5 significance level. Our third research hypothesis is 
supported and null hypothesis is rejected at the %1 significance level. Our fourth research hypothesis is rejected and 
null hypothesis is accepted at the %5 significance level. It makes sense to see the rationality increasing as the 
income increases. Tukey test and Scheffe test also proved that the affect of income is significant. The means plot 
diagram of gender and income indicated that there is an interaction affect between gender and income. Both 
variables have fundamental affects. 
5. Conclusion and Future Plans 
The customers of each bank group have shown that income has a significant affect on rationality. The statistical 
tests have shown that there is a positive correlation between these two variables. The rationality of the customers 
increases together with the income of the customers. 
The customers of participation banks are less rational than the customers of other commercial banks. The total 
mean of the participation bank customers is 2,1840 and the total mean of the other commercial bank customers is 
2,5860. The participation bank customers are noise traders. Their knowledge might be limited or they may be having 
prejudices. 
The growth of participation banks can be correlated with the low rationality and knowledge of its customers. 
They can be convinced deposit with lower rates of return. In this way, participation banks can make higher profits 
and grow faster. It is obviously seen that the return rates of participation banks are lower than the other commercial 
banks. Some studies have shown that Malaysian Islamic Bank, which is a participation bank, have been less risky 
and have more liquidity than the sample 8 conventional banks between 1984 and 1997 (Samad and Hassan, 1999). 
The liquidity advantage can be related with the noise trading of its customers. The term of “liquidity traders” can be 
used instead of noise traders for the people who do not possess fundamental information (Glosten and Milgrom, 
1985; Kyle, 1985).  
Another study has shown that participation banks are using some advantages, but in fact they are working less 
efficiently than the other conventional banks (Hassan, 2006). It is also seen that the linkage between cost and profit 
efficiency is significantly low in Turkey (Isik and Hassan, 2002). 
On the other hand if we call the investors of participation banks “noise traders”, then it might be necessary to call 
the investors of the other commercial banks as “noise traders” too. Because the difference between these two groups 
is not as high as expected and the second group also do not act fully rational. The customers of the other commercial 
banks are not even as rational as they are expected to be. They can be called half-rational, because their mean is 
almost at half of the total score, which are 5. 
Some of the customers of the participation banks are very new to the financial markets. Therefore their 
knowledge might be improving. If there is a correlation between the knowledge of these investors and their 
rationality, then they might be more rational in time. The future studies might be measuring the rationality of these 
investors in the future and observing their improvement.  
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